
 
 
 
 
 
 
November 30, 2004 
 
 
 
 
Honorable Board of Supervisors 
County of Los Angeles 
383 Kenneth Hahn Hall of Administration 
500 West Temple Street 
Los Angeles, California 90012 
 
Honorable Board of Commissioners 
Community Development Commission 
County of Los Angeles 
383 Kenneth Hahn Hall of Administration 
500 West Temple Street 
Los Angeles, California 90012 
 
Dear Supervisors and Commissioners: 
 

AUTHORIZE THE SUBMISSION OF A SECTION 108 LOAN GUARANTEE 
APPLICATION FOR THE CITY OF COMMERCE (1) 

(3 Vote) 
 
IT IS RECOMMENDED THAT THE BOARD OF SUPERVISORS: 
 

 
1. Approve the submission of a Section 108 Loan Guarantee 

Application by the County of Los Angeles to HUD to receive 
$10,000,000 in Section 108 Loan funds for the purpose of assisting 
the City of Commerce to finance property acquisition and 
construction of improvements to the Commerce Industrial Center, 
located at 4000 Noakes Street in the City of Commerce.   
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2. Authorize the Executive Director of the Community Development 
Commission, acting as agent of the County, to submit a Section 
108 Loan Application to HUD, and to take any other HUD-required 
actions necessary to complete the application. 

 
3. Authorize the Executive Director, acting as agent of the County and 

following HUD approval of the Section 108 Loan Guarantee 
Application, to execute a Contract for Loan Guarantee Assistance, 
following approval as to form by County Counsel, and all related 
documents, and to take all HUD-required actions to receive the 
loan funds.   

 
IT IS RECOMMENDED THAT THE BOARD OF COMMISSIONERS OF THE 
COMMUNITY DEVELOPMENT COMMISSION: 

 
Authorize the Executive Director of the Community Development 
Commission, following approval by the U.S. Department of Housing and 
Urban Development (HUD), to receive from the County of Los Angeles 
$10,000,000 in Section 108 Loan proceeds awarded to the County by 
HUD, for the purposes of assisting the City of Commerce to finance 
property acquisition and construction improvements to the Commerce 
Industrial Center, located at 4000 Noakes Street in the City of Commerce; 
and authorize the Executive Director to incorporate the loan funds into the 
Commission’s approved Fiscal Year 2004-2005 budget. 

 
PURPOSE/JUSTIFICATION OF RECOMMENDED ACTION: 
 
The proposed loan application will enable the City of Commerce to obtain funds from 
HUD to assist in financing improvements at the Commerce Industrial Center. 
 
FISCAL IMPACT/FINANCING: 
 
There is no impact on the County general fund.  Following approval by HUD, the 
Commission will incorporate $10,000,000 in Section 108 loan funds into the approved 
Fiscal Year 2004-2005 budget, for the purpose of administering the loan proceeds.   
 
On October 12, 2004, your Board approved the submittal of an Economic Development 
Initiative (EDI) grant application to HUD.  The EDI grant regulations require that Section 
108 loan proceeds be used in conjunction with the EDI grant.  The loan and grant 
proceeds will enable the City of Commerce to assist with improvements to the 
Commerce Industrial Center.    

 
The $10,000,000 Section 108 loan will be used to finance site acquisition and 
construction improvements.  The loan proceeds will leverage approximately 
$16,000,000 in developer equity and private funds.  Upon approval of the loan 
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application by HUD, the Commission will execute a Contract for Loan Guarantee 
Assistance and other documents, as required by HUD, to receive the funds.  The 
Commission, as agent of the County, will serve as administrator of the loan proceeds.   
 
The Commission will loan the funds to the City of Commerce in order to provide the 
funds as a loan to the developer.  The Commission will return to the Board at a later 
date to request approval of the loan structure, and the loan documents with the City of 
Commerce and the developer.   

 
FACTS AND PROVISIONS/LEGAL REQUIREMENTS: 
 
The City of Commerce City Council approved the submittal of the Section 108 loan 
application to HUD on July 6, 2004.  The proposed project involves the provision of 
financial assistance through the City of Commerce to DART Entities, a warehousing, 
food processing, and distribution business.  DART facilities are situated within 
Commerce Industrial Center, located at 4000 Noakes Street in the City of Commerce.  
The proposed improvements will consist of three components, including property 
acquisition and construction of new buildings for the expansion of DART’s operations 
within Commerce Industrial Center.   
 
The first component of the project is the acquisition of an existing 175,000 square foot 
building adjacent to DART facilities.  The acquisition of the existing building will retain 
approximately 400 full time equivalent jobs that would have been lost due to the 
planned relocation by the current occupant to outside of the Los Angeles area.  The 
second component will consist of the construction of a new 72,000 square foot 
refrigerated food processing building within DART facilities, which will be leased to a 
major seafood manufacturer.  The third component of the project will consist of property 
acquisition to develop a second refrigerated building of approximately 72,000 square 
feet.  DART is currently in discussions with food manufacturers for the leasing of this 
facility. 
 
It is estimated that approximately 700 jobs will be created between the two new 
buildings, principally for low- and moderate-income residents of the County.  The 
proposed project will enable the City to retain existing jobs, and stimulate its overall 
economy through recruitment of new businesses and creation of new employment 
opportunities for low-and moderate-income persons.   
 
Pursuant to a public notice advertised in the Los Angeles Times, the City of Commerce 
convened a public hearing on July 6, 2004, at its City Council Chambers at 5655 Jillson 
Street, regarding the proposed Section 108 loan application, as required under HUD 
regulations.  No verbal or written public comments were received regarding this project. 
 
The Commission also published a public notice on October 6, 2004, in the Los Angeles 
Times requesting comments on the Section 108 loan application.  No verbal or written 
public comments were received as well. 
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The Section 108 loan application is attached.  County Counsel has reviewed this letter.   
 
ENVIRONMENTAL DOCUMENTATION: 
 
The submission to HUD of a Section 108 loan application is exempt from the provisions 
of the National Environmental Policy Act (NEPA), pursuant to 24 Code of Federal 
Regulations Part 58, Section 58.34(a)(3) because it involves administrative activities 
that will not have a physical impact or result in any physical changes to the 
environment.  The action is not subject to the provisions of CEQA pursuant to State 
CEQA Guidelines 15060(c)(3) because the activity is not defined as a project under 
CEQA and does not have the potential for causing a significant effect on the 
environment.  Following HUD’s approval on the requested funds, the Commission will 
return to the Board at a later date to request approval of the necessary environmental 
documentation. 
 
IMPACT ON PROJECT: 
 
The activities contained in the application will benefit low- and moderate-income 
residents of the County through job creation and retention. 
 
Respectfully submitted, 
 
 
 
 
CARLOS JACKSON 
Executive Director 
 
Attachments:  1 



 

COUNTY OF LOS ANGELES/CITY OF COMMERCE 
SECTION 108 LOAN GUARANTEE FOR THE 

DART DEVELOPMENT PROJECT 
 
 

LOAN REQUEST 
 
 The County of Los Angeles (County), on behalf of the City of Commerce, is requesting $10 

million in Section 108 Loan Guarantee funds to assist with the expansion of DART Entities, Inc. facilities 

within the Commerce Industrial Center. The County, on behalf of the City of Commerce, is concurrently 

submitting an amendment to Economic Development Initiative (EDI) Grant No. B-98-ED-06-0042 for $1 

million for the same project. The EDI was conditionally approved in 2000 by the U.S. Department of 

Housing and Urban Development (HUD) for use on another project that subsequently was unable to 

proceed. The requested EDI grant and Section 108 loan funds are the final gap in the resources needed to 

complete the DART expansion project.  The Section 108 funds will be used specifically for property 

acquisition and construction costs related to the proposed expansion at the DART Entities facility in the 

City of Commerce.  The EDI funds will be used to pay the initial interest expense on the Section 108 loan 

for the first two years.  The amended EDI application is included as an attachment and is provided as an 

additional resource document. 

  The $10 million in Section 108 funds will be loaned to Dedeaux Properties, a subsidiary of 

DART Entities.  The repayment source will come from the lease payments made by the tenants of DART 

Entities who will occupy the acquired site and the improved site.  The projected lease payments total $2.4 

million annually, substantially greater than the annual debt service on the Section 108 loan, currently 

estimated at $908,000, at 6% interest rate, principal amortized over 18 years. The loan funds used to 

partially purchase an existing building will generate income immediately, but the new buildings must be 

constructed and occupied before income will be received.  For that reason, the $1 million of EDI funds 

will be used to pay a substantial portion of the interest during the first two years of the loan.  The Section 

108 loan will be structured as interest only during the first two years, with the principal repaid over the 

remaining 18 years of the 20-year term. The City of Commerce has no Section 108 loans outstanding. 

Attached is a schedule that shows the proposed repayment of the $10 million Section 108 Loan. The 

interest rate used for the repayment schedule is 6%, which is slightly above the 20 year average on the last 

Public Offering on June 30, 2004.  The City’s long-term bond rating is BBB. DART Entities will provide 

a First Deed of Trust on the acquired property and buildings that they are constructing, as collateral for 

the Section 108 loan.  The County will underwrite the loan to ensure the loan to value ratios do not 

exceed the 80% cap on the proposed collateral. 

ACTIVITY ELIGIBILITY AND NATIONAL OBJECTIVE 
 
 The proposed project meets the CDBG program national objective outlined at 24 CFR 570.208 



 

(a)(4)(i)(ii), Activities benefiting - low and moderate income persons, specifically through Job creation 

and retention activities. The proposed project will create a minimum of 700 new full time equivalent 

(FTE) jobs and retain 400 FTE jobs, primarily for low and moderate-income persons. The City of 

Commerce intends to ensure, through proper monitoring, that at least 51% of all permanent jobs will be 

made available to and filled by persons of low and moderate income. In addition to meeting the above-

referenced national objective criteria, the project will also meet the eligible activity criteria outlined in 24 

CFR 570.703(i)(l), Special Economic Development Activities, specifically the acquisition of real property 

and construction of improvements (refrigerated food processing building). 

 Since this project is eligible under 570.703(i)(1), the project is subject to Public Benefit 

requirements under 570.209.  The project meets the Public Benefit requirements as follows:  $11,000,000 

in Section 108 loan funds and EDI grant funds divided by the 1,100 jobs created and retained yield a ratio 

of $10,000 of Section 108 loans funds per job created and retained.  This ratio is well below the $35,000 

per job  limit.  

 Pursuant to Appendix A to Part 570, Guidelines and objectives for evaluating project costs and 

financial requirements, the County, the City and its financial consultants will continue to underwrite the 

project. The underwriting criteria used substantially follows the elements set forth in the HUD 

underwriting guidelines. Through its own professional staff and financial consultants, the City has 

completed similar projects in the past. The Rating Factor Number 4 under the attached EDI application 

provides additional information and proforma numbers on the underwriting undertaken on the project. 

 

 

PREDEVELOPMENT COSTS 

  As part of this Section 108 application and pursuant to Section 570.200(h), the City is also 

requesting authority to incur predevelopment costs for reimbursement for property acquisition as soon as 

the Request for Release of Funds has been approved. The project will be included in the County’s 2004-

2005 Consolidated Plan as required under Section 570.200(h). 

 
PROJECT DESCRIPTION 
 
 The development project to be assisted by the Section 108 and EDI funds includes construction of 

a new 72,000 square foot custom refrigerated food processing building on property owned by DART 

Entities.  This refrigerated food processing building will be leased to a major seafood manufacturer in 

Southern California.  The projected costs, including the land, are $9.9 million. The second project 

component includes the purchase of an existing 175,000 square foot building currently owned by a paper 

products manufacturing company for approximately $6,250,000.  The building will then be leased back to 

the same company; the sale of the property will provide the company with needed capital for expansion of 



 

their paper products manufacturing activities at the site.  That business has provided the City with a letter 

indicating that they would need to locate out of the Los Angeles area to accommodate their expansion 

needs were it not for our project to purchase and lease back their building. The third component of the 

proposed project will be the acquisition of an adjacent 90,000 square feet of property on which a second 

72,000 square foot custom refrigerated food processing building will be constructed and leased. This 

project component will include the relocation of 3 business, 2 single family and 5 rental properties. While 

the site is immediate adjacent to the DART facilities, the property is located in the unincorporated area of 

the Los Angeles County. That construction will follow upon the completion of the seafood processing 

building and acquisition of the paper products building. DART is currently in discussions with food 

manufacturers for that facility. DART is expected to spend an estimated $9.8 million on this third 

component.  Attachment C is a map showing the project locations.  

 As part of the underwriting process, the City has determined that the $10 million in Section 108 

loan funds are best used for 80% of the purchase price of the building ($5 million) from the paper 

products manufacturer, with the balance ($5 million) going towards a portion of the construction costs for 

the sea food processing building. No Section 108 or EDI funds will be used for the third project 

component.   

 DART Entities started in 1938 with one truck, driven by father and son.  It now operates 

approximately 10 million square feet of warehousing, distribution, food processing and cold storage 

space, of which four million square feet approximately is owned by DART entities.  In the last five years 

DART Warehousing, one of its divisions, has developed and owns three buildings in the City of Ontario 

of 230,000, 824,000 and 325,000 square feet respectively; four in the City of Los Angeles of 200,000, 

117,000, 50,000 and 70,000 square feet respectively; and one in Naperville, Illinois of 721,500 square 

feet that houses the most sophisticated materials handling equipment in the industry.  The DART 

companies provide a variety of services including catalog fulfillment, transportation, third party logistics, 

equipment leasing and warehousing, with facilities in California, Illinois, Indiana, Colorado, Texas and 

Georgia.  In addition to the building operations, sister company DART INTERNTIONAL, operates a fleet 

of 1,300 trucks.  Within all the affiliated companies of DART Entities, it has 750 employees.  Dedeaux 

Properties, a subsidiary of DART Entities, will be the subrecipient of the Section 108 funds. 

 

The following is the proposed project development schedule: 

         Start  Complete 

Agreement on sale of paper products manufacturing property  Dec 2004 Jan 2004 

Construction of sea food refrigerated processing facility   Jan 2005 Oct 2005 

Construction of second cold food processing facility   Nov 2005 July 2006 

 



 

  With the provision of the EDI grants and the Section 108 loan funds to DART Entities, two new 

buildings and the acquisition of an existing building will create a projected 700 new jobs and retain 400 

jobs that would be lost were DART not able to obtain financing for this project.  

 The project site is located in Zip Code 90023.  Attachment C includes a parcel map of the project 

sites showing the location of the current DART facility, the location of the new construction, and the 

existing building to be acquired. 

 
PROJECT BACKGROUND AND HISTORY 
 
 The businesses located in the City of Commerce have historically provided a significant number 

of jobs to not only city residents, but to individuals in the surrounding areas.  In the past, a significant 

number of these jobs were in good paying manufacturing jobs. Over the years, these large employers have 

gone out of business or left the area, which has had a devastating economic impact on the City. In 1993, 

the City prepared an Economic Development Strategy and Marketing Plan. The study indicated a long-

term economic decline for the City. "In 1960, Commerce had 80,000 jobs, in 1978, it had 65,000 jobs; in 

1992, it has 47,700 jobs.  From 1960 to 1978, the City lost 15,000 jobs, at an annual rate of 833 jobs over 

15 years.  From 1978 to 1992, the City lost 17,300 jobs. This is an annual loss of 1,235 jobs. . ".  With the 

economic decline of the early and mid-nineties, Commerce inherited an increase in vacant and 

underutilized buildings.  These buildings are just beginning to see a resurgence in use and expansion.  

DART is an example of companies looking to stay and expand within the City.  With the economy still 

uncertain through the late nineties and with the transition of industrial development to the inland areas, 

businesses were hesitant to expand and new businesses were concerned about investment in central city 

urban areas.  This sentiment has continued in both the industrial and commercial sectors.   

 The impact of the losses of employers and jobs was reflected in the 2000 census numbers.  Based 

on the 2000 Census information, the poverty level for the target area was 28%, more than twice the 

national average of 12.38%, 17.9% Citywide and 17.9% Countywide. The unemployment level in the 

project target areas was 14%, again more than twice the national average of 5.77%, 13% for the City and 

7.6% for the County.  The per capita income in the target area was $7,750 or only 36% of the national 

average of $21,587.  The per capita income was $11,117, Citywide and $20,683 Countywide. The 2000 

census indicated that within the target area, 96.6% of the population was persons of Hispanic origin.  This 

compares to 93.4% Citywide and 44.6% Countywide.  Forty percent of the City’s residents were foreign 

born, with 75% of the residents speaking Spanish, with 62% of these not speaking English, as compared 

to the County where only 35% of Spanish speakers are monolingual.  One of the most significant 

circumstances  that impacts the economic and social distress numbers is the level of education among the 

City residents.  In the target area, 74.7% of the residents are without a high school diploma and are at 

least 18 years of age and older. This compares to the Citywide number of 54.2% and a Countywide 



 

number of 30.1%. A combination of the percentage of non-speaking English persons, coupled with the 

high percentage of persons who have not graduated from high school, are reflected in the high poverty 

and unemployment numbers. 

 As the information in this application demonstrates, there is a great need for new jobs within the 

City.  The proposed project is anticipated to generate 700 new FTE jobs, of which at least 51% of the jobs 

created will be filled by low and moderate income persons, in addition to the retention of 400 FTE jobs.  

 As noted above, the City has operated an Employment & Business Development Office (EBDO) 

for 24 years.  EBDO was developed as part of an Urban Development Action Grant (UDAG) the City had 

received from HUD. The operation and benefits were so successful, the City has retained the operation 

over the years, and they have placed over 10,000 persons in jobs during that time. The EBDO is linked 

and has access to all Workforce Investment Act funded job training agencies, enabling them to provide 

specific job development training that may be required.  The linkages include working closely with the 

State of California Employment Development Department, the Department of Public Social Services 

Southeast County Greater Avenues for Independence (GAIN) Program regarding participants in the 

Welfare-to-Work program. The EBDO and these agencies jointly conduct large job fairs. The City also 

participates with the Rio Hondo Community College in employment training programs. In the near future, 

the EBDO and the Small Business Development Center (SBDC) office currently located within the City 

will be located in one facility to facilitate access to its services. 

 To ensure that the developer and tenants meet their employment needs, the City will require them 

to have language in all of their lease agreements requiring that they work with EBDO for their hiring 

needs. 

 The proposed DART project meets the City’s goals of retaining existing manufacturing business, 

attracting new manufacturers and the generation of new employment opportunities for area residents. 

 
 
 
PROJECT COSTS AND USE OF SECTION 108 AND EDI FUNDS 
 
 The total project costs, including both private and public funds are estimated to be over $28 

million. Below is a Sources and Uses chart that shows the anticipated revenue sources and expenditure of 

the funds covering the project. The property acquisition/land costs are estimated to be $10.1 million.  Of 

this total, $5 million of Section 108 funds will go towards a portion of the property acquisition costs for 

the existing building and $5 million towards the construction of the sea foods processing facilities. The 

remainder of the project costs are being covered by DART equity ($5,409,048 approximately) and debt  

($10,607,076 approximated).   The EDI funds will be used to pay the first two years of interest payments 

on the Section 108 loan.  This will allow sufficient time for the project to be completed and to start 

generating the lease revenues that will be used to repay the Section 108 loan.  The Section 108 loan 



 

repayment is structured for a 20 year repayment, with the first two years interest only, and the principal 

being repaid over 18 years.  Attached is a Sources and Uses spreadsheet. 

 
 A summary of the sources and uses is as follows: 
 
Source       Use 
EDI $1,000,000 Two years interest payment on Section 108 
Section 108 5,000,000 Property acquisition,  
Section 108 5,000,000 Towards construction of sea food facility 
DART  Equity                                 2,180,484 Land contribution (Sea food site) 
                                                        1,250,000 Property acquisition (Existing building) 
                                                           340,000 Property Acquisition (Build-to-suit site) 
                                                           100,000              Relocation 
                                                        1,538,564 Construction 
DART Debt                                     8,847,076          Construction 
                                                        1,360,000 Acquisition 
                                                           400,000 Relocation 
Tenant Improvements                       1,000,000 Furniture, fixtures and equipment 
     Total                                       $28,016,124 
 
 The use of the Section 108 funds for construction activities triggers Davis-Bacon and prevailing 

wage requirements  

 
AVAILABILITY OF OTHER FUNDING SOURCES 
 
 Based on the current State budget and its impact on local jurisdictions, the City has no other 

funding resources available to assist the DART project.  The DART project is a high priority for the City 

in order to retain a long time manufacturing firm and assist with the recruitment of two new 

manufacturing businesses, which will create and retain jobs as well as increase tax revenues. 

CERTIFICATIONS AND ATTACHMENTS 
 
 The City Council of the City of Commerce conducted a public hearing on both EDI amendment 

and Section 108 at its meeting of July 6, 2004 to receive public views and comments on the submission of 

the Section 108 Application for the Commerce Industrial Center project.  The Community Development 

Commission published a notice on October 6, 2004 to amend the County’s Annual Action Plan to include 

the City of Commerce proposed project.  No comments were received.  

 Attached are the City of Commerce Resolution on the EDI and Section 108, as well as the County 

Board of Supervisors action approving the Board Letter authorizing the submittal of the Section 108 loan 

application and certifications.  



 

 

 Attached are copies of the Proofs of Publication covering the Public Hearing Notices prepared by 

both the City of Commerce and the Community Development Commission of the County of Los Angeles 

relating to the Section 108. 

 
Attachments 
A. Amendment to EDI Application 
B. Section 108 Repayment Schedule 
C. Project Location Map 
D. Sources & Uses Schedule 
E. City & County Resolutions 
F. Proof of Publications 
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